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Rules Effective January 1, 2004

OnOctober 18,2002, the North Carolina
State Board of CPA Examiners held a
public rule-making hearing to amend
the North Carolina Accountancy Rules.

Aportionoftheamended ruleswere
effective April 1,2003, while the remain-
ingamendmentsare effective January 1,
2004.

Therulesthatwere effective April 1,
2003, were printed in the April 2003
issue of the Activity Review; the rules
effectiveJanuary 1,2004, are as follows:

21 NCAC 8A.0301 DEFINITIONS

(a) The definitions set out in G.S. 93-1(a) shall
apply when those defined terms are used in
21 NCAC 8.

(b) In addition to the definitions set out in
G.S.93-1(a), thefollowing definitionsand other
definitions in this Section apply when these
terms are used in 21 NCAC 8:

(1) “Active,” when used to refer to the status
of a person, describes a person who possesses
aNorth Carolinacertificate of qualificationand
who hasnototherwise been granted “Retired,”
“Inactive,” or “Conditional” status;

(2) “Agreed upon procedure” means a client
hasengagedaCPAtoissueareportoffindings
based on specific procedures performed on
specific subject matter of specified elements,
accounts, or accounting information that is
part of but significantly less than a financial
statement;

(3) “AICPA” means the American Institute of
Certified Public Accountants;

(4) “Applicant” means a person who has
applied to take the CPA examination;

(5) “Attest service” means:

(A) any audit;

(B) any review of a financial statement;

(C) any compilation of a financial statement
when the CPA expects, or reasonably might
expect, thatathird party will use the compilation

and the CPA does not disclose a lack of
independence;

(D) any examination of prospective financial
information; or

(E) any agreed upon procedure;

(6) “Audit” means an examination of financial
statements ofaperson by a CPA, conducted in
accordance with generally accepted auditing
standards, to determine whether, inthe CPA’s
opinion, the statementsconformwith generally
acceptedaccounting principlesor,ifapplicable,
withanother comprehensive basisofaccounting;
(7) “Calendar year” means the 12 months
beginningJanuary 1and ending December 31,
(8) “Candidate” means a person whose
application to take the CPA examination has
been accepted and who may sit for the CPA
examination;

(9) “Client” means a person who orally or in
writing agrees with a licensee to receive any
professional services;

(10) “Commission” means compensation,
except a referral fee, for recommending or
referringany productor service to be supplied
by another person;

(11) “Compilation of a financial statement”
means presenting in the form of a financial
statementinformation thatisthe representation
of any other person without the CPA’s
undertaking to express any assurance on the
statement;

(12) “Conditional,” when used to refer to the
statusofaperson, describesapersonwhoholds
a North Carolina certificate of qualification
under certain conditions as imposed by the
Board, such as additional requirements for
failuretocompletetherequired CPE hoursina
calendaryear;

(13) “Contingent fee”” means a fee established
for the performance of any service pursuant to
anarrangementinwhich nofeewillbe charged
unless a specified finding or result is attained,
or in which the amount of the fee is otherwise
dependent upon the finding or result of such
service;

(14) “CPA” meanscertified publicaccountant;
(15) “CPA firm” means a sole proprietorship,
a partnership, a professional corporation, a
professional limited liability company, or a
registered limited liability partnership which
uses “certified public accountant(s)” or
“CPA(s)” in or with its name or offers to or
rendersany attestservicesinthe public practice
of accountancy;

(16) “CPE” means continuing professional
education;

(17)“Disciplinary action” means revocation or
suspension of, or refusal to grant, membership,
or the imposition of a reprimand, probation,
constructive comment, or any other penalty or
condition;

(18) “Examination of prospective financial
information” meansanevaluationby a CPA of:
(A) a forecast or projection,

(B) the supportunderlying theassumptionsin
the forecast or projection,

(C) whether the presentation of the forecast or
projection is in conformity with AICPA
presentation guidelines; or

(D) whether the assumptions in the forecast or
projection provide a reasonable basis for the
forecast or projection;

(19) “FASB” means the Financial Accounting
Standards Board;

(20) “Forecast” means prospective financial
statements that present, to the best of the
responsible party’s knowledge and belief, an
entity’s expected financial position, results of
operations,and changesinfinancial positionor
cash flows that are based on the responsible
party’s assumptions reflecting conditions the
entity expects to exist and the course of action
the entity expects to take;

(21) “GASB” means the Governmental
Accounting Standards Board,;

(22) “Inactive,” when used torefer to the status
of a person, describes one who has requested
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inactive statusand beenapproved by the Board
andwhodoes notuse thetitle “certified public
accountant” nor does he or sheallow anyoneto
refer to him or her as a “certified public
accountant,” and neither he or she noranyone
elsereferstohimorherinany representationas
described in 21 NCAC 8A .0308(b).

(23) “IRS” meansthe Internal Revenue Service;
(24) “Jurisdiction” meansany state or territory
ofthe United States or the District of Columbia;
(25) “License year” means the 12 months
beginningJuly 1 and ending June 30;

(26) “Member of a CPA firm” meansany CPA
whohasanequity ownershipinterestinaCPA
firm;

(27) “NASBA” meansthe National Association
of State Boards of Accountancy;

(28) “NCACPA” means the North Carolina
Association of Certified Public Accountants;
(29) “North Carolina office” means any office
physically located in North Carolina;

(30) “Person” means any natural person,
corporation, partnership, professional limited
liability company, Registered limited liability
partnership, unincorporated association, or
otherentity;

(31) “Professional” means arising out of or
related to the particular knowledge or skills
associated with CPAs;

(32) “Projection” means prospective financial
statements that present, to the best of the
responsible party’sknowledgeand belief, given
one or more hypothetical assumptions, an
entity’s expected financial position, results of
operations,and changesinfinancial positionor
cash flows that are based on the responsible
party’s assumptions reflecting conditions it
expects would exist and the course of action it
expectswould be taken givensuch hypothetical
assumptions;

(33) “Referral fee” means compensation for
recommending or referring any service of a
CPA to any person;

(34) “Retired,” when used to refer to the status
of a person, describes one possessing a North
Carolinacertificate of qualification who verifies
tothe Boardthattheapplicantdoesnotreceive
or intend to receive in the future any earned
compensation for current personal servicesin
any jobwhatsoeverand will notreturntoactive
status. However, retired status does not
precludevolunteerservicesforwhichtheretired
CPA receives no direct nor indirect
compensationso long as the retired CPA does
not sign any documents, related to such
services, as a CPA;

(35) “Revenue Department” means the North
Carolina Department of Revenue;

(36) “Review” means to perform an inquiry
and analytical procedures that permit a CPA
todeterminewhether there isareasonable basis
forexpressing limited assurance thatthereare
no material modifications thatshould be made
to financial statements in order for them to be

in conformity with generally accepted
accounting principles or, if applicable, with
another comprehensive basis of accounting;
(37) “Reviewer” means a member of a review
team including the review team captain;

(38) “Suspension” means a revocation for a
specified period of time. A CPA may be
reinstated after a specific period of time if the
CPA has met all conditions imposed by the
Board at the time of suspension; and

(39) “Trade name” means a hame used to
designate a business enterprise.

(c) Any requirement to comply by a specific
date to the Board that falls on a weekend or
federal holiday shallbereceived asincompliance
if postmarked by U.S. Postal Service
cancellation or received in the Board office on
the next business day.

21 NCAC 8A .0315 NEW CPA FIRM,
ONGOINGCPAFIRM

Repealed effective January 1, 2004.

21 NCAC 8F .0101 TIME AND PLACE OF
CPAEXAMINATIONS

(a) The Board shall hold the CPA examination
twice a year.

(b) The dates of the CPA Examination are
determined by the examination vendor (s).

(c) TheBoardshallannounce thetimeand place
for holding each CPA examination at least 60
days prior to the date thereof.

21 NCAC 8F .0103 FILING OF
EXAMINATION APPLICATIONS AND
FEES

(a) All applications for CPA examinations
shall be filed with the Board, accompanied by
the examination fee. The Board sets the fee for
each examination at the amount that enables
the Board to recover only it’s actual cost of
examination services. Ifacheck or credit card
authorization fails to clear the bank, the
application shall be deemed incomplete and
returned.

(b) Completed initial applications shall be
postmarked with proper postage not later than
the last day of January for the spring
examination and not later than the last day of
July for the fall examination. Completed re-
exam applications shall be postmarked with
proper postage not later than the last day of
February for the spring examination and not
later than the last day of August for the fall
examination. If one of those dates falls on a
weekend or federal holiday, the application
shall be postmarked or received in the Board
office by the end ofthe nextbusinessday. Only
a U.S. Postal Service cancellation shall be
considered as the postmark. If an application
issenttothe Board office viaaprivate delivery
service, the date the package is received by the
delivery service shall be considered as the
postmark.

(c) The initial application filed to take the
examination shall include supporting
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documentation demonstrating that all legal
requirements have been met, such as:

(1) minimum legal age;

(2) education;

(3)experience, if required inorder to qualify for
the examination; and

(4) good moral character.

(5) Any person born outside the United States
shall furnish to the Board office evidence of
citizenship; evidence of residentalienstatus; or
(A) otherbonafideevidence that theapplicant
islegallyallowed toremaininthe United States
for the purposes of becoming a U.S. citizen; or
(B)anotarized affidavit of intention to become
aU.S. citizen; or

(C) evidence that the applicantis a citizen of a
foreignjurisdictionwhich extendstocitizens of
thisstate likeorsimilar privilegestobeexamined.
(d) Official transcripts (originals — not
photocopies) signed by the college registrar
and bearing the college seal are required to
prove education and degree requirements. A
letter from the college registrar of the school
may be filed as documentation that the
applicanthas metthe graduation requirements
ifthe degree hasnotbeen awarded and posted
to the transcript. However, no examination
gradesshallbereleased until anofficial transcript
isfiled confirming the information suppliedin
the college registrar’s letter. All applicants
submitting transcripts fromforeign schools for
consideration of degree and of meeting
accountancy course requirements shall have
had the transcript(s) evaluated by Foreign
Academic Credential Service, Inc. (FACS) ora
comparable educational evaluation service.
Applicantsshall determinethattheir transcripts
containallinformationrequired by these Rules.
(e) If experience is required to qualify for
examination, affidavits shall be prepared and
signed by employersonformssupplied by the
Board.

(f) Inorder todocument good moral character
as required by Subparagraph (c)(4) of this
Rule, three certificates of good moral character
signed by persons not related by blood or
marriage totheapplicantshall accompany the
application.

(g9) No additional statements and affidavits
regarding experience and education shall be
required for applications for re-examination.
(h) An applicant shall include as part of any
application for the CPA examination a
statement of explanation and a certified copy
ofthefinal depositioniftheapplicanthasbeen
charged, convicted orfound guilty of or pleaded
nolo contendere to any criminal offense.

(i) Ifan applicant has been denied any license
by any state or federal agency, the applicant
shall include as part of the application for the
CPA examinationastatementexplaining such
denial. Anapplicantshall include a statement
ofexplanationandacertified copy ofapplicable
license records if the applicant has been
registered with or licensed by astate or federal
agency and hasbeendisciplined by thatagency.



(J) Two recent identical photographs shall
accompany the application for the CPA
examination. These photographs shall have
been taken within the last six months. The
photographs shall be of the applicant alone,
2x2inchesinsize, withanimage size fromthe
bottom of the chin to the top of the head,
including hair, of between 1and 1-3/8 inches.
Photographsshall beclear, frontview, full face,
taken in normal street attire without a hat or
dark glasses, and printed on thin paper with a
plain light background. They shall be capable
of withstanding a mounting temperature of
225 degrees Fahrenheit (107 degrees Celsius).
They may be in black and white or in color.
Snapshots, most vending-machine prints,and
magazine or full-length photographs are
unacceptable. Photographs retouched so that
the applicant’s appearance is changed are
unacceptable. Applicants shall write their
names on the back of their photos.

(k) Ifan applicant’s name has legally changed
andisdifferentfromthe nameonany transcript
or other document supplied to the Board, the
applicantshall furnish copies of the documents
legally authorizing the name change.

(I) Effective with the administration of the
computer-based CPA Examination,
candidates shall file initial and re-exam
applications to sit for the CPA Examination.
(m) Effective with the administration of the
computer-based CPA Examination,
examination fees will be valid for a six-month
period from the date of the notice to schedule.

21 NCAC 8F .0105 CONDITIONING
REQUIREMENTS

(a) Passing Grades. A candidate shall be
requiredto passall sections of the examination
with a grade of 75 or higher on each section.
(b) Conditional Credit. If acandidate does not
passall of the sectionsinonesitting, conditional
credit may be retained for passed sections
subject to the following:

(1) Noconditional creditmay be retained until
the candidate has first passed at least two
sections in onesitting;

(2) Toreceive conditional creditforany section
the candidate must sit for and make agrade of
at least 50 on all unpassed sections; and

(3) The conditional credit is good through the
sixsucceedingtimesthe exam s offered by the
Board.

(c) Military Service. Acandidate whowasor is
in active military service after receiving
conditional credit shall have counted as
succeeding examinationsonly those exams for
which that candidate applied and was
approved during active military service.

(d) A candidate who has conditional credit
priortoJanuary1,1997, may continuetoapply
to sit for the examination as long as the
conditional creditisvalid. A candidate whono
longer has valid conditional credit after
January 1, 1997, shall be required to meet all
education requirements in effectat the time of
their subsequentapplication.

(e) Effective with the administration of the
computer-based CPA Examination, a
candidate is subject to the following
requirements:

(1) A candidate shall be required to obtain a
passing grade onall sections of the examination
withinan 18-month period;

(2) A candidate may sit for any section of the
examinationindividually;

(3) A candidate may sit for each section of the
examinationuptofourtimesduringaone-year
period but not more than one time in a three-
month testing window as defined by the
examination vendor(s);

(4) A candidate shall receive credit on the
passage of his or her section(s) of the
examination; suchcredit(s) shall be valid foran
18-month period which begins on the date the
section(s) passed is (are) taken; and

(5) A candidate having earned conditional
credits on the paper-and-pencil CPA
Examination has until October 31, 2005, or 18
months after administration of the last paper-
and-pencil examination to pass the remaining
section(s) before the credits earned under the
paper-and-pencil examination expire.

21 NCAC 8F .0110 PROCTORING OTHER
JURISDICTIONS' CANDIDATES

(a) As a courtesy to other jurisdiction boards,
andontheir behalf, thisBoard shall proctor, in
North Carolina, candidates taking the CPA
examination. The following procedures shall
be followed by personsdesiring to be proctored
in this state.

(b) A request for proctoring shall be on a form
provided by the Board and shall contain
evidence fromthe homejurisdiction board that
it has approved the candidate’s examination
application and the proctoring request.

(c) The request for proctoring form shall be
deliveredtothe Board office not later than April
1 for the May CPA examination and not later
than October 1 for the November CPA
examination.

(d) Theapproval of the proctoring request shall
be at the discretion of the Board and is not
promised toany applicant. Factorsconsidered
inthedecisionshall include, but notbe limited
to, spaceavailability, reasonsforthe proctoring
request, date the application was received,
reasons for any previous proctoring requests,
and any special circumstances requested by
the home jurisdiction board or applicant.

(e) Effective with the administration of the
computer-based CPA Examination, the Board
may limitotherjurisdictions’ candidates from
testing inany testing center in North Carolina.

21NCACS8F.0113 CANDIDATE’'SREQUEST
TOREVIEWCPAEXAMINATION

The Board may allow a North Carolina
candidate pursuant to G.S. 93B-(8) to review
his or her CPA Examination within 60 days
after the release of the grades in question.

21 NCAC 8G .0401 CPE REQUIREMENTS
FOR CPAS

(a) Inorder fora CPA toreceive CPE credit for
a course:

(1) the CPA must attend or complete the
course;

(2) the course must meet the requirements set
out in 21 NCAC 8G .0404(a) or (c); and

(3) the course must increase the professional
competency of the CPA.

(b) TheBoardregisterssponsorsof CPE courses.
A CPE course provided by aregistered sponsor
ispresumed to meet the CPE requirements set
forthin21 NCAC8G .0404(a) if the sponsor has
indicated that the course meets those
requirements. However, itisuptotheindividual
CPAs attending the course and desiring to
claim CPE credit for it to assess whether it
increases their professional competency.

(c) A course that increases the professional
competency of a CPA isacourse in an area of
accounting in which the CPA practices or is
planningto practice inthe near future, orinthe
areaof professional ethicsoranarearelated to
the profession.

(d) Because of differencesinthe educationand
experience of CPAs, acourse may contribute to
the professional competence of one CPA but
notanother. Each CPA musttherefore exercise
judgment in selecting courses for which CPE
credit is claimed and choose only those that
contribute to that CPA’s professional
competence.

(e) Active CPAs must complete 40 CPE hours,
computed in accordance with 21 NCAC
8G .0409 by December 31 of each year, except
as follows:

(1) CPAs having certificate applications
approved by the Board in April-June must
complete 30 CPE hours during the same
calendaryear.

(2) CPAs having certificate applications
approved by the Board in July-September must
complete 20 CPE hours during the same
calendaryear.

(3) CPAs having certificate applications
approved by the Board in October-December
must complete 10 CPE hours during the same
calendaryear.

(f) Thereare no CPE requirementsfor retired or
inactive CPAs.

(g) Any CPE hours completed during the
calendaryearinwhichthecertificateisapproved
may be used for that year’s requirement even
ifthe hourswere completed beforethecertificate
wasgranted. Whena CPA hascompleted more
than the required number of hours of CPE in
any one calendar year, the extra hours, notin
excessof 20 hours, may be carried forward and
treated as hours earned in the following year.
A CPA may not claim CPE credit for courses
takeninanyyear priortotheyearofcertification.
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(h) Any CPE hours used to satisfy the
requirements for change of status as set forth
in 21 NCAC 8J.0105, for reinstatement as set
forth in 21 NCAC 8J.0106, or for application
foranew certificate assetforthin2LNCACS8I.
0104 may also be used to satisfy the annual
CPE requirement set forth in Paragraph (e) of
thisRule.

(i) It is the CPA’s responsibility to maintain
recordssubstantiating the CPE creditsclaimed
for the current year and for each of the four
calendar years prior to the current year.

21 NCAC 8G .0403 QUALIFICATION OF
CPE SPONSORS

(a) TheBoard registerssponsors of CPE courses
and notcourses. The Board will maintainalist
of sponsors which have agreed to conduct
programsinaccordance with the standardsfor
CPE set forth in 21 NCAC 8G .0404. Such
sponsors shall indicate their agreement by
signing a CPE program sponsor agreement
form provided by the Board. These sponsors
areregistered sponsors.

(b) Notwithstanding Paragraph (a) of this
Rule, sponsors of continuing education
programswhichare listed in good standing on
the National Registry of CPE Sponsors
maintained by the NASBA are considered tobe
registered CPE sponsorswith the Board. These
sponsors, are not required to sign a CPE
program sponsor agreement form with this
Board.

(c) In the CPE program sponsor agreement
with the Board, the registered sponsor shall
agree to:

(1) allow the Board to audit courses offered by
thesponsorinordertodetermineifthe sponsor
iscomplying with the terms of the agreement
and shall refund the registration fee to the
auditor if requested by the auditor;

(2) haveanindividual whodid not prepare the
courserevieweach coursetobesureitmeetsthe
standards in this Rule;

(3)state thefollowingineverybrochureorother
publication or announcement concerning a
course:

(A) the general content of the course and the
specificknowledge or skill taughtinthe course;
(B) any prerequisites for the course and any
advance preparation required for the course
and if none, that should be stated;

(C) the level of the course, such as basic,
intermediate, or advanced;

(D) the teaching methods to be used in the
course;

(E) theamount of sponsor recommended CPE
creditaCPAwhotakesthe coursecouldclaim;
and

(F) the date the course is offered, if the course
is offered only on a certain date, and, if
applicable, the location;

(4) ensure that the instructors or presenters of
the course are qualified to teach the subject
matter of the course and to apply the
instructional techniques used in the course;

(5) evaluate the performance ofaninstructor or
presenter ofacourse to determine whether the
instructor or presenter is suited to serve as an
instructor or presenter in the future;

(6) encourage participationinacourse only by
those who have the appropriate educationand
experience;

(7) distribute course materials to participants
inatimely manner;

(8) use physical facilities for conducting the
coursethatare consistentwith the instructional
techniquesused;

(9) assignaccurately the number of CPE credits
each participant may be eligible to receive by
either:

(A) monitoring attendance at a group course;
or

(B) testing in order to determine if the
participanthas learned the material presented,;
(10) provide, before the course’sconclusion,an
opportunity for the attendees to evaluate the
quality of the course by questionnaires, oral
feedback, or other means, inorder todetermine
whether the course’s objectives have been met,
its prerequisites were necessary or desirable,
the facilities used were satisfactory, and the
course contentwas appropriate for the level of
the course;

(11) inform instructors and presenters of the
results of the evaluation of their performance;
(12) systematically review the evaluation
process to ensure its effectiveness;

(13) retain for five years from the date of the
course presentation or completion:
(A)arecord of participantscompleting course
creditrequirements;

(B) an outline of the course (or equivalent);
(C) the date and location of presentation;

(D) the participant evaluations or summaries
of evaluations;

(E) the documentation of the instructor’s
qualifications; and

(F) the number of contact hoursrecommended
for each participant;

(14) haveavisible, continuousand identifiable
contact person who is charged with the
administration of the sponsor’s CPE programs
and has the responsibility and is accountable
for assuring and demonstrating compliance
withthese rules by the sponsor or by any other
organization working with the sponsor for the
development, distribution or presentation of
CPE courses;

(15) develop and promulgate policies and
procedures forthe managementof grievances
including, but not limited to, tuition and fee
refunds;

(16) possess a budget and resources that are
adequate for the activities undertaken and
their continued improvement; and

(17) provide persons completing course
requirements with written proofofcompletion
indicating the participant’s name, the name of
the course, the date the course was held or
completed, the sponsor’s name and address,
and the number of CPE hours calculated and
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recommended in accordance with 21 NCAC
8G .0409.

(d) Failure of a registered sponsor to comply
with the terms of the CPE program sponsor
agreement shall be grounds for the Board to
terminate the agreement, to remove the
registered sponsor’s name from the list of
registered sponsors and to notify the public of
this action.

21 NCAC 8G .0404 REQUIREMENTS FOR
CPECREDIT

(a) A CPA shall not be granted CPE credit for
acourse unless the course:

(1)isinoneof thesixfields of study recognized
by the Board and set forth in Paragraph (b) of
thisRule;

(2) is developed by an individual who has
education and work experience in the subject
matter of the course; and

(3) usesinstructional techniquesand materials
that are current and accurate.

(b) The six fields of study recognized by the
Board are accountingand auditing, consulting
services, management, personal development,
specialized knowledge and applications, and
taxation.

(1) The accounting and auditing field of study
includes accounting and financial reporting
subjects, the body of knowledge dealing with
recent pronouncements of authoritative
accounting principlesissued by the standard-
setting bodies, and any other related subject
generally classified within the accounting
discipline. It also includes auditing subjects
related to the examination of financial
statements, operations systems, and programs;
thereviewofinternaland managementcontrols;
andthereportingontheresultsofauditfindings,
compilation,and review.

(2) Theconsulting servicesfield of study deals
with all consulting services provided by
professional accountants—management,
business, personal, and other. It includes
managementconsultingservicesand personal
financial planningservices. Thisfield alsocovers
anorganization’svarious systems, the services
provided by consultant practitioners, and the
engagement managementtechniquesthatare
typically used. An organization’s systems
includethose dealingwith planning, organizing,
and controllingany phase of individual financial
activityandbusinessactivity. Services provided
encompass those for management, such as
designing, implementing, and evaluating
operating systems for organizations, aswell as
business consulting services and personal
financial planning.

(3) The management field of study considers
themanagementneedsof individuals primarily
in public practice, industry, and government.
Some subjects concentrate on the practice
management area of the public practitioner,
such as organizational structures, marketing
services, human resource management, and
administrative practices. For individuals in



industry, there are subjects dealing with the
financial management of the organization,
includinginformation systems, budgeting,and
asset management, as well as items covering
management planning, buying and selling
businesses, contracting forgoodsand services,
and foreign operations. For CPAs in
government, this curriculum embraces
budgeting, cost analysis, human resource
management, and financial management in
stateand local governmental entities. Ingeneral,
the emphasis in this field is on the specific
managementneedsof CPAsand notongeneral
managementskills.

(4) The personal development field of study
includes becoming a competent people
manager, which covers such skills as
communications, managing the group process,
and dealing effectively with others in
interviewing, counseling,and career planning.
Publicrelationsand professional ethicsarealso
treated.

(5) Thespecialized knowledge and applications
field of study treats subjects related to
specialized industries, such as not-for-profit
organizations, health care, and oil and gas.
(6) The taxation field of study includes subjects
dealing with taxcompliance and tax planning.
Compliancecoverstaxreturn preparationand
review and IRS examinations, ruling requests,
and protests. Tax planning focusesonapplying
tax rules to prospective transactions and
understanding the taximplications of unusual
or complex transactions. Recognizing
alternative tax treatments and advising the
clientontaxsavingopportunitiesare also part
of tax planning.

(c) The following may qualify as acceptable
types of continuing education programs,
provided the programs comply with the
requirements set forth in Paragraph (a) of this
Rule:

(1) professional development programs of
national and state accounting organizations;
(2) technical sessions at meetings of national
and state accounting organizations and their
chapters;

(3) courses taken at regionally accredited
collegesand universities;

(4) educational programs that are designed
and intended for continuing professional
education activity conducted within an
association of accounting firms; and

(5) correspondence courses that are designed
and intended for continuing professional
educationactivity. ACPA may claimcreditfor
acourse offered by a non-registered sponsor
provided thatthe course meetsthe requirements
of 21 NCAC 8G .0403(c), 21 NCAC 8G .0404,
and 21 NCAC8G .0409. The CPA shall maintain
documentation proving that the course met
these standards.

(d) CPE credit may be granted for teaching a
CPE course or authoring apublication as long
as the preparation to teach or write increased
the CPA’s professional competency andwasin

one of the six fields of study recognized by the
Board and set forth in Paragraph (b) of this
Rule.

(e) CPE credit shall not be granted for a self-
study course if the material that the CPA must
study to take the examination is not designed
for CPE purposes. This includes periodicals,
guides, magazines, subscription services,
books, reference manuals and supplements
which contain an examination to test the
comprehension of the material read.

21 NCAC 8G .0406 COMPLIANCE WITH
CPEREQUIREMENTS

(a) All active CPAs shall file with the Board a
completed CPE reporting form by the July 1
renewal date of each year.

(b) If a CPA fails to complete the CPE
requirements prior to the end of the previous
calendaryear butthe CPA hascompleted them
by June 30, the Board may:

(1) change the CPA'’s status from active to
conditional and require the payment of a civil
penalty of one hundred dollars ($100.00) for
thefirstsuch failure withinafive calendaryear
period,;

(2) place the CPA on conditional status again
and require the payment of a civil penalty of
two hundred fifty dollars ($250.00) for the
second suchfailurewithinafive calendar year
period; and

(3)denytherenewal of the CPA’scertificate for
a period of not less than 30 days and until the
CPA meetsthe reinstatementrequirementsset
forth in 21 NCAC 8J .0106 for the third such
failure within a five calendar year period.

21NCACB8G.0409 COMPUTATIONOFCPE
CREDITS

(a) Group Courses: Non-College. CPE credit
for a group course that is not part of a college
curriculum shall be given based on contact
hours. A contact hour shall be 50 minutes of
instruction. One-half credits shall be equal to
25 minutes after the first credit hour has been
earnedinaformallearningactivity. Forexample,
agroup course lasting 100 minutes shall be two
contact hours and thus two CPE credits. A
group course lasting 75 minutes shall be only
one and one-half contact hours and thus one
and one-half CPE credits. When individual
segments of a group course shall be less than
50 minutes, the sum of the individual segments
shall be added to determine the number of
contact hours. For example, five 30-minute
presentationsshall be 150 minutes, whichshall
be three contact hours and three CPE credits.
Nocreditshall beallowed forasegmentunless
the participant completes the entire segment.
(b) Completing a College Course. CPE credit
for completing a college course in the college
curriculum shall be granted based on the
number of credit hours the college gives the
CPA for completing the course. One semester
hour of college credit shall be 15 CPE credits;
one quarter hour of college credit shall be 10
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CPE credits;and one continuing education unit
(CEU)shallbe 10 CPE credits. However, under
no circumstances shall CPE credit be given to
a CPA who audits a college course.

(c) Self Study. CPE credit for a self-study
course shall be given based on the average
number of contact hours needed to complete
the course. The average completion time shall
be allowed for CPE credit. A sponsor must
determine, onthe basis of pre-tests, theaverage
number of contact hours it takes to complete a
course. CPE credit for self-study courses shall
be limited so that a CPA completes at least
eight hours of non-self study each year.

(d) Instructing a CPE Course. CPE credit for
teaching or presenting a CPE course for CPAs
shall be given based on the number of contact
hours spent in preparing and presenting the
course. No more than 50 percent of the CPE
credits required for a year shall be credits for
preparing for and presenting CPE courses.
CPE credit for preparing for and presenting a
course shall be allowed only once a year for a
course presented more than once in the same
year by the same CPA.

(e) Authoring a Publication. CPE credit for
published articles and books shall be given
based onthe number of contact hoursthe CPA
spentwriting thearticle orbook. No morethan
25 percentofa CPA’srequired CPE credits for
ayear shall be credits for published articles or
books.

(f) Instructinga College Course. CPE credit for
instructingagraduate level college course shall
be givenbased onthe numberof credithoursthe
college gives a student for successfully
completingthecourse, using the calculation set
forthinParagraph (b) ofthisRule. Creditshall
notbe given forinstructing an undergraduate
level course. In addition, no more than 50
percent of the CPE credits required for a year
shall be credits for instructing acollege course
and, if CPE credit shall also be claimed under
Paragraph (d) of this Rule, no more than 50
percent of the CPE credits required for a year
shall be credits claimed under Paragraph (d)
andthis Paragraph. CPE credit for instructing
acollege course shall be allowed only once for
acourse presented more than once inthe same
year by the same CPA.

21 NCAC 8]
REGISTRATION

(a) AllCPA firmsshall register with the Board
within 30 days after openingaNorth Carolina
office or beginninganew CPA firmunlessthey
are a professional corporation, professional
limited liability company, or registered limited
liability partnership, in which case they shall
register prior to formation pursuant to
21 NCAC 8K .0104 and .0301.

.0108 CPA FIRM

Rules
continued on page 6



Rules continued from page 5

(b) In addition to the registration required by
Paragraph (a) of this Rule, all CPA firms shall
renew annually by January 31 with the Board
upon forms provided by the Board.

(c) Theinformation provided by theregistration
shallinclude:

(1) Either an application for exemption from
peer review, a request to be deemed in
compliance with peer review or registration for
peer review, pursuant to 21 NCAC 8M .0105;
(2) Forall CPA firms notexempt from the peer
review program, with the registration
immediately following its review, the
informationrequired by 21 NCAC8M .0106(a);
(3) For all North Carolina offices, an office
registration form indicating the name of the
office supervisor, the location of the office and
itstelephone number;

(4) For all partnerships or registered limited
liability partnerships, a list of all resident and
nonresident partners of the partnership;

(5) For all professional limited liability
companies, the information set forth in
21 NCAC 8K .0104(d);

(6) For all incorporated CPA firms, the
information setforthin21 NCAC 8K .0104(d);
(7) For all CPA firms, the appropriate
registration fees as set forth in 21 NCAC
8J .0110; and

(8) For all new CPA firms, the percentage of
ownership held individually by each owner
who has five percent or more of ownership:
(A) in the new CPA firm; and

(B) at the year-end in each CPA firm in which
thatownerwasanowner during the preceding
two years.

(9) ForallchangesinownershipofaCPAfirm,
the percentage of ownership held individually
by each ownerwho hasfive percentor more of
ownership.

(d) All information provided for registration
with the Board shall pertain to events of and
actiontakenduringthe year preceding the year
of registration. The last day of the preceding
calendar year is the “year-end.”

(e) Withregardto Paragraph (c)(3) of thisRule,
one representative of a CPA firm may file all
documentswith the Board on behalfofthe CPA
firm’s offices in North Carolina. However,
responsibility for compliance with this Rule
shall remain with each office supervisor.

(f) With regard to Paragraph (c)(4) or (c)(5) of
thisRule, oneannual listing by arepresentative
of the partnership, registered limited liability
partnership, or professional limited liability
company shall satisfy the requirement for all
ownersofthe CPA firm. However, each owner
shall remain responsible for compliance with
thisRule. Theabsenceofafilingunder Paragraph
(c)(@)or (c)(5) ofthisRule shall be construed to
mean that no partnership, registered limited
liability partnership, or professional limited
liability company exists.

(g) Noticethata CPA firmhasdissolved orany
changeintheinformation required by Paragraph
(c)(3) of this Rule shall be delivered to the
Board’s office within 30 days after the change
or dissolution occurs. A professional
corporation or professional limited liability
company whichisdissolving shall deliver the
Avrticles of Dissolution to the Board’s office
within 30 days of filing with the Office of the
Secretary of State.

(h) Upon written petition by a CPA firm, the
Board may grant the CPA firm a conditional
registration foraperiod of 60 daysor less, if the
CPA firmshowsthatcircumstancesbeyond its
control prohibited it from registering with the
Board, completing a peer review or notifying
the Board of change or dissolution pursuantto
Paragraphs (a), (b), (c),and (g) of thisRule. The
Board may grant a second extension under
continued extenuating circumstances.

(i) A complete registration, as required by
21 NCAC 8] .0108(b) and (c), shall be
postmarked with proper postage or received in
the Board office not later than the last day of
January unless that date falls on a weekend or
federal holiday, in which case that day shall be
the next business day. Only a U.S. Postal
Service cancellation shall be considered as the
postmark. Ifaregistration is sent to the Board
office viaaprivatedeliveryservice, the date the
packageisreceived by thedelivery serviceshall
be considered as the postmark.

21 NCAC 8] .0110 REGISTRATION FEES

Theannual registration fees shall be asfollows:
(1) For all professional corporations or
professional limited liability companies,
twenty-five dollars ($25.00); and

(2) Forall non-incorporated CPA firms which
have offices both within and outside the state
of North Carolina, whether sole proprietorships,
partnerships, or registered limited liability
partnerships, an amount equal to two
thousand five hundred dollars ($2,500.00) or
the number of CPA members of the CPA firm
multiplied by tendollars ($10.00), whichever is
less.

21 NCAC 8J .0111 COMPLIANCE WITH
CPAFIRMREGISTRATION

If a CPA firm fails to comply with any part of
21 NCAC 8J.0108, or 8J.0110 the Board may
takedisciplinary actionagainstthe CPAfirm’s
members. Such discipline may include:

(1) aconditional license upon such conditions
as the Board may deem appropriate for non-
compliance of less than 60 days;
(2)aconditional licenseand one hundred dollar
(%$100.00) civil penalty for non-compliance in
excess of 60 days but not more than 120 days;
(3) a suspension of each member’s CPA
certificate for a period of not less than 30 days
for non-compliance in excess of 120 days.

21 NCAC 8M .0101 PURPOSE
Repealed effective January 1, 2004.
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21 NCAC 8M .0102 REGISTRATION
REQUIREMENTS

Repealed effective January 1, 2004.

21 NCAC 8M .0103 PROHIBITION OF
ABUSE

Repealed effective January 1, 2004.

21NCAC8M .0104 CPAFIRMSDEEMED IN
COMPLIANCE

Repealed effective January 1, 2004.

21 NCAC 8M .0105
REQUIREMENTS

(a) A CPA or CPA firm providing any of the
followingservicestothe publicshall participate
inapeer review program:

(1) Audits;

(2) Reviews of financial statements;

(3) Compilations of financial statements;

(4) Examinations of prospective financial
statements;

(5) Compilations of prospective financial
statements;

(6) Agreed-upon procedures of prospective
financial statements;

(7) Examination of written assertions; and
(8) Agreed-upon procedures of written
assertions.

(b) ACPA or CPAfirmnotprovidingany ofthe
services listed in Paragraph (a) of this Rule is
exempt from peer review until the issuance of
the first report provided to a client.

(c) A CPA, a new CPA firm or a CPA firm
exemptfrom peer review now providingany of
the services in Paragraph (a) of this Rule shall
furnish to the peer review program their first
peer review report, the letter of comments, the
letter of response,and any work papersrequired
forthe peer review programwithin 24 months
of the issuance of the first report provided to a
client.

(d) Participation in and completion of one of
thefollowing peer review programsisrequired:
(1) AICPADivisionfor CPAFirmsSEC Practice
Section;

(2) AICPA Peer Review Program;

(3) NCACPA Peer Review Program; or

(4) Any other peerreview program found to be
substantially equivalentto (1), (2) or (3) of this
Paragraph in advance by the Board.

(e) CPAfirmsshall notrearrangetheirstructure
or act in any manner with the intent to avoid
participationin peer review.

(f) A CPA firm which does not have offices in
North Carolina and which has not provided
any services as listed in Paragraph (a) of this
Ruleto North Carolinaclientsisnotrequired to
participate in a peer review program.

(g) Subsequent peer reviewsofaCPA firmare
due three years and six months from the year
end of the 12 month period of the first peer
review unless granted an extension by the peer
review program.

PEER REVIEW



21 NCAC 8M .0106 COMPLIANCE

(a) ACPAfirmregistered for peer review shall
provide to the Board the following:

(1) Peer review due date;

(2) Year end date;

(3) Final Letter of Acceptance from peer review
programwithin 60 days of the date of the letter;
and

(4) A package to include the Peer Review
Report, Letter of Comments, Letter of Response
and Final Letter of Acceptance for all adverse
and second consecutive modified reportsissued
by apeerreview programwithin 60 daysofthe
date of the Final Letter of Acceptance.

(b) A peerreview isnotcomplete until the Final
Letter of Acceptance is issued by the peer
review program with the new due date.

(c) IfaCPAfirmfailstocomply with21 NCAC
8M .0105(c), (d), or (g), the Board may take
disciplinary action against the CPA firm’s
memberswhich may include:

(1)aconditional licenseand one hundred dollars
($100.00) civil penalty upon conditions as the
Board may deem appropriate for non-
compliance of less than 60 days;
(2)aconditional license and two hundred fifty
dollars ($250.00) civil penalty for non-
compliance in excess of 60 days but not more
than 120 days; and

(3) a suspension of each member’s CPA
certificate for a period of not less than 30 days
and a civil penalty of five hundred dollars
($500.00) for non-compliance in excess of 120
days.

21 NCAC 8M .0107 ETHICAL DUTIES OF
REVIEWER

(a) Areviewershall beindependentwith respect
tothereviewed CPA firmand comply withthe
AICPA Standardsfor Performingand Reporting
onPeer Reviews.

(b) Information concerning the participating
CPA firm or its clients or personnel that is
obtained as a consequence of the review is
confidentialand shall notbe disclosed toanyone
notinvolved inthe peer review process.

21 NCAC 8M .0201 SELECTION OF
ENGAGEMENTSTOBEREVIEWED

Repealed effective January 1, 2004.

21 NCAC 8M .0202 NOTICE TO CLIENTS
Repealed effective January 1, 2004.

21 NCAC 8M .0204 CERTAIN OFFICES
EXCUSED

Repealed effective January 1, 2004.

21 NCAC 8M .0206 SELECTION OF A
REVIEW TEAM

Repealed effective January 1, 2004.

21NCAC8M.0207 DUTYTORESPONDTO
QUESTIONS

Repealed effective January 1, 2004.

21 NCAC 8M .0301 QUALIFICATIONS OF
REVIEWERS AND TEAM CAPTAINS

Repealed effective January 1, 2004.

21NCAC8M.0302 INDEPENDENCEFROM
A REVIEWED CPAFIRM

Repealed effective January 1, 2004.

21NCAC8M.0303 CONFLICTOFINTEREST
Repealed effective January 1, 2004.

21 NCAC 8M .0304 PERFORMING THE
REVIEW - REVIEWER’S DUTIES

Repealed effective January 1, 2004.

21 NCAC 8M .0305 CONFIDENTIALITY
Repealed effective January 1, 2004.

21 NCAC 8M
REQUIREMENTS

Repealed effective January 1, 2004.

.0306 REPORTING

21 NCAC 8M .0401 SQR ADVISORY
COMMITTEE-MEMBERS AND DUTIES

Repealed effective January 1, 2004.

21 NCAC 8M .0402 OBJECTIONS TO SQR
ADVISORY COMMITTEE

Repealed effective January 1, 2004.

21 NCAC 8M .0403 REVIEW OF PROTEST
Repealed effective January 1, 2004.

21NCACB8N.0202 DECEPTIVECONDUCT
PROHIBITED

(a) Deception Defined. ACPAshall notengage
indeceptive conduct. Deceptionincludesfraud
or misrepresentation and representations or
omissionswhichaCPA either knowsorshould
know have a capacity or tendency to deceive.
Deceptive conductis prohibited whether or not
anyone has been actually deceived.

(b) Prohibited Deception. Prohibited conduct
underthis Sectionincludesbutisnotlimited to
deceptionin:

(1) obtaining or maintaining employment;

(2) obtaining or keeping clients;

(3) obtaining or maintaining certification,
retired status, orexemption from peer review;
(4) reporting CPE credits;

(5) certifying the character or experience of
exam or certificate applicants;

(6) implying abilities not supported by
education, professional attainments, or
licensing recognition;

(7) asserting that services or products sold in
connection with use of the CPA title are of a
particular quality or standard when they are
not;

(8) creating false or unjustified expectations of
favorable results;

(9) using or permitting another to use the CPA
title in aform of business not permitted by the
accountancy laws or rules;

(10) permittinganyone notcertified inthis state
(including one licensed in another state) to
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unlawfully use the CPA title in this state or to
unlawfully operate asa CPA firm in this state;
or

(11)falsifyingareview, report, orany required
program or checklist of any peer review
program.

21 NCAC 8N .0203 DISCREDITABLE
CONDUCTPROHIBITED

(a) Discreditable Conduct. A CPA shall not
engage in conduct discreditable to the
accounting profession.

(b) Prohibited Discreditable Conduct.
Discreditable conductincludesbutisnotlimited
to:

(1) acts that reflect adversely on the CPA’s
honesty, integrity, trustworthiness, good moral
character, or fitnessasa CPA inother respects;
(2) stating orimplyinganability toimproperly
influence agovernmental agency or official,
(3) failing to comply with any order issued by
the Board; or

(4) failing to fulfill the terms of a peer review
engagementcontract.

Firm Renewal and SQR
Compliance Due

Firm renewal/SQR compliance
formswererecently mailedtoall reg-
istered CPA firms. Completed forms
mustbe received by the Board priorto
the December 31 deadline.

Here are some tips for complet-
ing the forms:

= If the information on the form is
incorrectorincomplete, makethe nec-
essary corrections or additions. Do
notdetachand return only the signa-
ture portion of the form; you must
return the entire form, even if no
changes were made.

= The form must be signed to be
complete. One owner may sign the
forms for all offices of the firms.

= If the firm is no longer in opera-
tion, check the appropriate box, sign
the form, and return itand if appro-
priate, filed articles of dissolution or
withdrawal, to the Board. Failure to
return the form does not constitute
notifyingthe Board thatthe CPA firm
is no longer in operation.

For complete information on firm
renewal and SQR compliance, please
visit the Board’s web site
(www.cpaboard.state.nc.us) or con-
tact Martha Traina by phone at
(919) 733-1423 or by e-mail at

mtraina@bellsouth.net.
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Staff Notice of Address Change

Executive Director
Robert N. Brooks

Certificate Holder

Legal Counsel Last name I/l First Middle
Noel L. Allen, Esq. Certificate No. Send Mail to Home ___ Business
Administrative Services New Home Address

Felecia F. Ashe . .
City State Zip

CPAFirm/Business Name
New Bus. Address

Communications
LisaR. Hearne, Manager

Examinations

Phyllis W. Elliott City State Zip
Licensing Telephone:Bus. () Home( )
Buck Winslow, Manager Bus.fax( ) E-mail Address
Alice G. Steckenrider
Martha Traina
Professional Standards Signature Date

Ann J. Hinkle, Manager

Jo Gaskill Mailto: NC State Board of Fax to: (919) 733-4209
Lorraine Kelley CPA Examiners
Receptionist PO Box 12827
Jodi S. Nelson Raleigh, NC 27605-2827

Certificate holders not notifying the Board in writing within 30 days of any change in address or business location may be subject to

disciplinary action under 21 NCAC 8J .0107.



